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SECTION  1:      INTRODUCTION  AND  METHODOLOGY 


1 . 1  Purpose 

The  purpose  of  this  task  order  is  to  examine  the  nature  and 
extent  of  physician  payment  differentials  in  health  care  settings 
where  physicians  are  salaried.     Based  on  a  literature  review  that 
identified  these  payment  settings  and  on  preliminary  discussions 
with  HCFA,  the  project  was  developed  as  a  two  phase  project. 
Phase  I  is  a  feasibility  study  based  on  telephone  interviews  with 
all  staff-model  HMOs.     Phase  II  will  use  the  results  from  Phase  I 
to  structure  mail  surveys  of  other  practice  settings  where 
physicians  are  employed  on  a  salaried  basis.     This  document,  to 
be  included  in  the  final  report,  describes  only  the  methodology 
and  results  for  Phase  I  of  the  project.     A  complete  discussion  of 
the  rationale  and  objectives  underlying  the  project  will  be 
included  in  the  final  report. 

In  this  section,  we  describe  the  methodology  used  to  survey 
staff-model  HMOs,   including  the  development  of  questions  used  in 
the  interview  guide.     Section  2  presents  the  results  of  these 
interviews.     The  section  begins  with  a  univariate  analysis  of  the 
HMO  responses  and  provides  a  general  description  of  the  results. 
In  order  to  further  categorize  the  responses,  this  discussion  is 
followed  by  a  more  detailed  bivariate  analysis.     Section  3 
discusses  the  implications  of  these  results  for  conducting  Phase 
II  of  the  project. 

1.2  Overview  of  Methodology 

The  approach  to  this  phase  of  the  project  consisted  of  five 
major  steps: 

1)  compiling  a  list  of  staff-model  HMOs  to  interview; 

2)  developing  an  interview  guide  to  be  used  during 
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conversations  with  staff -model  HMO  representatives; 

3)  conducting  the  interviews; 

4)  synthesizing  the  responses  and  the  analytic  results;  and 

5)  identifying  the  implications  of  the  results  for 
conducting  Phase  II  of  the  project. 

The  remainder  of  this  section  discusses  each  of  these  steps 
in  detail. 

1.3  List  of  Staff -Model  HMOs 

A  brief  literature  review  and  discussions  with  organizations 
familiar  with  HMOs  revealed  that  staff -model  HMOs  represent  a 
relatively  small  proportion  of  all  HMOs  (roughly  9  percent 
according  to  SMG  Marketing  Group) .     InterStudy,  a  Minnesota  firm 
nationally  recognized  for  its  research  on  the  development  and 
structure  of  HMOs,   identified  66  staff-model  HMOs  in  existence  as 
of  January  1,   1989.     Based  on  this  information  and  discussion 
with  the  HCFA  Project  Officer,   it  was  decided  that  the  full 
universe  of  staff-model  HMOs  defined  by  InterStudy  would  be 
interviewed. 

1.4  Interview  Guide 

During  the  first  week  of  the  project,  specification  of  the 
issues  to  be  addressed  in  conversations  with  the  staff-model  HMOs 
were  discussed  with  the  Project  Officer.     The  initial  draft  of 
the  interview  guide  consisted  of  a  comprehensive  list  of 
questions  that  reflected  this  discussion  and  issues  raised  by  the 
literature  review.     Originally  intended  to  explore  payment 
differentials  by  specialty  and  board  certification,  the  scope  of 
the  interviews  was  broadened  to  allow  for  assessing  the  nature  of 
payment  differentials  by  other  criteria.     Thus,  draft  questions 
included  whether  the  HMO  pays  physicians  differentially  based  on 
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the  physician's  length  of  time  practicing  medicine,  the  volume  of 
patients  seen  by  the  physician,  or  the  productivity  of  the 
physician  (based  on  revenue  generated  relative  to  the  resources 
used) .     The  respondents  were  not  asked  to  specify  the  amounts  of 
any  payment  differentials;  the  information  requested  concerned 
only  the  criteria  by  which  HMOs  establish  payment  differentials. 

This  draft  was  reviewed  by  three  individuals  who  are  very 
familiar  with  the  organization  and  structure  of  HMOs.     We  asked 
these  individuals  to  make  comments  primarily  on  the  content  of 
the  questions  and,  based  on  their  survey  and  research  experience 
with  HMOs,  to  identify  questions  the  HMOs  might  have  difficulty 
or  reluctance  in  answering.     Based  on  their  comments,  the  draft 
questions  were  made  more  close-ended  and  the  total  number  of 
questions  was  reduced  to  include  only  those  felt  to  be  most 
important.     This  was  expected  to  shorten  the  interview  process 
and  lessen  the  burden  on  the  respondent. 

In  addition  to  questions  about  payment  differentials, 
descriptive  questions  about  the  structure  and  organization  of  the 
HMO  were  included  (e.g.,  how  long  the  HMO  had  been  in  operation, 
how  many  enrollees  the  HMO  serves,  the  number  of  physician  office 
sites  the  HMO  maintains,  and  the  number  of  full-time  physicians 
the  HMO  has  on  staff) .     These  questions  enable  the  payment 
difference  responses  to  be  categorized  along  several  dimensions, 
including  number  of  years  in  operation  and  size  of  the  HMO,  to 
identify  any  patterns  in  the  nature  of  physician  payment 
differentials  across  various  types  of  HMOs.     A  copy  of  the  final 
interview  guide  used  for  this  project  is  presented  in  Appendix  A 
of  this  report. 

1.5    Description  of  the  Interview  Process 

To  initiate  the  interview  process,   letters  were  sent  to  the 
President  or  Executive  Director  of  each  HMO.     The  purpose  of  the 
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letter  was  to  identify  Project  HOPE  and  to  improve  response 
rates.     This  letter  explained  the  purpose  of  the  project, 
identified  HCFA's  sponsorship,  and  stated  our  intent  to  call  and 
arrange  a  time  for  a  short  telephone  interview.     The  letter  also 
stated  that  the  Group  Health  Association  of  America  (GHAA)  was 
aware  of  the  survey  and  had  reviewed  the  interview  guide.  We 
indicated  that  should  the  addressee  not  be  the  appropriate 
respondent,  he  or  she  could  designate  the  appropriate  HMO 
spokesperson . 

The  second  step  in  the  interview  process  was  to  conduct  a 
small  pre-test  of  the  interview  guide.     Five  HMOs  in  diverse 
regions  of  the  United  States  were  contacted  and  asked  to  respond 
to  the  interview  questions.     Based  on  their  responses,  the 
interview  guide  was  further  refined  and  some  of  the  few  remaining 
open-ended  questions  were  made  more  focused.     The  results  of  the 
pre-test  are  discussed  in  more  detail  in  the  following  section. 
The  revision  of  the  interview  guide  was  completed  before  the 
remaining  interviews  were  conducted.     The  pre-test  reduced  to  61 
the  number  of  HMOs  for  which  we  would  collect  uniform  data. 

The  final  step  was  conducting  the  remaining  interviews. 
These  calls  were  divided  among  three  interviewers,  each  of  whom 
had  participated  in  the  pre-test  and  had  jointly  established 
common  interview  techniques  prior  to  beginning  the  interviews. 
Although  scheduled  to  take  place  over  three  weeks,  some  of  the 
contacts  were  difficult  to  reach.     Each  interview  took  15  to  2  0 
minutes  to  complete.     All  but  seven  of  the  interviews  were 
completed  within  six  weeks. 

1.6    Synthesis  of  Results 

At  the  completion  of  the  interview  phase  of  the  project,  the 
interviewers  discussed  the  range  of  responses  and  decided  on  a 
format  for  coding  the  responses.     The  responses  from  each 
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interview  were  coded  by  the  interviewer  into  a  data  base  format 
using  the  DBASE  IV  software  package.     When  all  the  responses  had 
been  coded,  the  data  base  was  converted  into  a  SAS  data  set.  The 
coding  of  each  variable  was  double-checked  for  accuracy  and 
consistency,  and  any  coding  problems  were  corrected  prior  to 
conducting  the  analyses. 

Six  variables  (e.g.,  number  of  enrollees,  years  in 
operation,  number  of  sites,  number  of  full-time  physicians, 
number  of  part-time  physicians,  and  number  of  family  practice 
physicians)  are  continuous.     All  remaining  variables  are 
discrete,  consisting  of  three  possible  answers:     No,  Yes,  or 
Inapplicable  (N/A) .     These  responses  were  coded  as  0   (No) ,  1 
(Yes) ,  or  2   (N/A) .     While  most  of  the  variables  reflect  answers 
to  specific  questions,  other  coded  variables  represent  often- 
repeated  answers  to  a  fairly  open-ended  question  (e.g. ,  for 
bonuses  based  on  physician  performance,  the  respondent  would  list 
various  criteria  for  evaluating  the  physician;  the  criteria 
listed  repeatedly  became  new  variables  in  the  analysis) . 

The  first  analysis  consisted  of  producing  frequencies  of  all 
the  variables.     For  the  continuous  variables,  these  frequencies 
facilitated  identification  of  discrete  groups  into  which  the  data 
were  categorized.     The  second  analysis  consisted  of  performing 
specified  cross-tabulations  in  order  to  obtain  greater  detail 
about  the  payment  differentials  used  by  staff -model  HMOs  across 
various  organizational  characteristics.     The  results  are 
described  in  the  next  section. 
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SECTION  2:  RESULTS 


2.1    Results  of  the  Pre-Test 

The  five  HMOs  contacted  for  the  pre-test  of  the  survey  were 
located  in:     Chicago,  IL;  Spokane,  WA;  Eutaw,  AL;  Greenland,  NH; 
and  Providence,  RI.     Thus,  diverse  regions  as  well  as  both  rural 
and  urban  areas  were  represented.     The  number  of  years  in 
operation  among  the  five  HMOs  varied  from  three  to  18  years. 
These  HMOs  also  differ  across  the  approximate  number  of  enrollees 
(ranging  from  3,000  to  132,000),  the  number  of  physician  office 
sites  (two  to  50) ,  and  the  number  of  physicians  on  staff  (one  to 
135) .     Each  of  the  five  was  able  to  answer  most  of  the  questions 
and,   in  general,  provided  useful  information. 

Despite  the  variation  in  organizational  characteristics, 
their  responses  to  the  payment  differential  questions  revealed 
general  similarities.     Four  of  the  five  HMOs  paid  a  higher  salary 
for  a  board-certified  physician  than  for  a  non-board  certified 
physician.     These  four  also  did  not  adjust  the  physician's  salary 
based  on  the  volume  of  services  provided.     Three  paid 
differentially  on  the  basis  of  number  of  years  of  experience  of 
the  physician,   four  based  physician  salaries  on  an  established 
salary  formula,  and  two  offered  financial  bonuses  to  their 
physicians.     Thus,  while  the  size,  structure,  and  location  of  the 
five  HMOs  were  very  different,  the  patterns  of  payment 
differentials  were  less  distinct. 

During  our  conversations  with  these  five  HMOs,   it  became 
evident  that  some  questions  should  be  phrased  differently, 
additional  questions  should  be  included,  and  others  deleted  from 
the  interview  guide  to  improve  the  responses  and  to  shorten  the 
length  of  the  interview  further.     Specifically,  we  added  two 
questions:     1)  Is  the  HMO  for  profit  or  not-for-profit,  and  2) 
How  many  staff  physicians  are  primary  care  physicians?  Several 
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multi-stage  questions  were  condensed  into  shorter  versions  or 
combined  into  one  question.  Most  of  the  questions  addressing 
criteria  for  payment  differentials  were  left  unchanged,  however. 

2.2    Response  Rates  and  Completed  Interviews 

The  original  universe  of  staff-model  HMOs  included  66 
organizations  identified  by  InterStudy.     The  size  of  the  universe 
was  reduced  to  54  due  to  the  following  reasons: 

o    Five  HMOs  were  contacted  for  the  pre-test.     While  their 
responses  are  useful  in  terms  of  implications  for  Phase 
II  of  the  project,  the  set  of  questions  asked  of  the  five 
were  different  than  the  set  of  questions  asked  of  the 
remaining  HMOs  and  thus  the  pre-test  responses  were  not 
coded  for  analysis. 

o    Two  of  the  HMOs  were  part  of  other  HMOs  on  the  list  and 
administered  through  the  same  individual.     Thus,  while 
four  HMOs  were  listed,  they  only  counted  as  two 
responses . 

o    Five  HMOs  were  either  no  longer  in  existence  or  no  longer 
a  staff  model  HMO. 

Removing  these  HMOs  reduces  the  initial  universe  to  54  staff- 
model  HMOs.     As  of  this  writing,  eight  HMOs  have  been  contacted 
but  have  not  been  interviewed.     The  contacts  at  these  HMOs  have 
not  been  yet  able  to  set  up  an  appointment  for  the  interview  and 
have  indicated  that  there  is  no  other  individual  at  the  HMO  who 
could  be  of  assistance.     We  will  continue  to  try  to  arrange  an 
interview  with  them  and  will  include  their  responses  in  the  final 
report,   if  successful. 

Thus,  the  total  number  of  possible  interviews  with  responses 
to  be  included  in  the  analysis  was  54.     We  have  interviewed  46 
HMOs  which  results  in  an  overall  response  rate  of  85  percent.  We 
believe  that  we  will  be  able  to  contact  most  if  not  all  of  the 
remaining  HMOs. 
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At  most  HMOs,  we  interviewed  the  President,  Executive 
Director,  or  General  Manager.     In  some  cases,  particularly  in  the 
larger  HMOs,  we  interviewed  another  HMO  spokesperson.  Examples 
of  these  representatives  include  Medical  Director,  Manager  of 
Physician  Placement,  and  Director  of  Risk  Management  and  Quality 
Assurance.     As  these  titles  suggest,  the  individual  responding  to 
our  interview  can  be  at  different  levels  within  the 
organizational  structure  of  the  HMO.     While  in  some  cases  it  was 
difficult  to  contact  the  individual  most  knowledgeable  about  the 
physician  payment  arrangements  at  a  particular  HMO,  we  are 
confident  that  in  the  majority  of  cases  the  contacts  were 
informative  and  provided  valid  information. 

2.3     General  Findings  7? 


Table  1  presents  descriptive  characteristics  of  the  staff- 
model  HMOs  interviewed.     While  the  number  of /years  the  HMOs  have 


(32  of  46,  or  70  percent)  have  been  in  existence  for  15  years  or 
less.     We  found  great  variation  in  the  approximate  number  of 
enrollees  per  HMO  (from  1,000  to  400,000).     Although  three- 
quarters  had  less  than  70,000,  two  HMOs  reported  as  many  as 
400,000  enrollees.     Slightly  more  than  half  of  the  HMOs  (27)  are 
not-for-profit.     Over  half  (26)  have  five  or  fewer  physician 
office  sites,  with  more  than  80  percent  (37)  having  ten  or  less. 
The  number  of  sites  per  HMO  varies  from  one  to  30.     Only  eight 
HMOs  (17  percent)  have  sites  located  in  rural  areas,  as  defined 
by  the  respondents  (not  shown  in  table) . 

The  distribution  of  full-time  physicians  on  staff  as 
reported  by  each  HMO  extends  from  four  to  500,  with  three- 
quarters  (33)  employing  80  or  fewer.     The  number  of  part-time 
physicians  on  staff  (not  shown  in  table)  ranged  from  zero  to  100, 
with  80  percent  (28)   of  the  HMOs  that  responded  to  this  question 


been  in  operation  range  from 
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Table  1:    Descriptive  Characteristics  of  Respondent  HMOs 


1              character  1  <5t  i  c 

1  Nunlscr 

Percent  1 

1    Nuniber  of  Years  in 

1  Operation: 

1  0-5 

1     ^  1 

10.9  1 

1  6-10 

1  1 

23.9  1 

1  11-15 

1    16  1 

34.8  1 

1  16-20 

1        7  1 

15.2  1 

1                        >  20 

1        ^  1 

15.2  1 

1    Approximate  Number  of 

1    Enrol  lees: 

1  0-14,999 

1       10  1 

21.7  1 

1  15,000-30,000 

1       13  1 

28.3  1 

1  31,000-70,000 

1       11  1 

23.9  1 

1                   >  70,000 

1       12  1 

26.1  1 

1    Tax  Status: 

1                For  Profit 

1       19  1 

41.3  1 

1          Not-For-Prof it 

1       27  1 

58.7  1 

1    Number  of  Sites: 
1  1-3 

1       12  1 

26.7  1 

1  4-5 

1       1^  1 

31.1  1 

1  6-10 

1       11  1 

24,4  1 

1                        >  10 

1        ^  1 

17.8  1 

1    Number  of  Full -Time 
1    Physicians  on  Staff: 
1  1-15 

1       11  1 

25.0  1 

1  16-35 

1       12  1 

27.3  1 

1  36-80 

1       1()  1 

22.7  1 

1                         >  80 

1       11  1 

25.0  1 

Note:    Totals  may  not  add  up  to  total  number  of  respondents  due 
to  missing  values. 

Note:    Percentages  calculated  including  missing  values. 
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employing  fewer  than  15.     The  reported  numbers  of  part-time  staff 
physicians  are  inexact  because  they  represent  both  actual 
estimates  and  FTEs  (full-time  equivalents) .     The  reporting  of 
this  variable  was  dependent  upon  the  respondent's  data  collection 
methods.     The  HMOs  were  asked  to  estimate  how  many  of  their  staff 
physicians  are  general  practice  or  primary  care  physicians. 
These  estimates  range  from  two  to  3  00,  with  about  two-thirds  of 
the  HMOs  (26)   employing  under  4  0  primary  care  physicians.  This 
category  was  defined  by  the  HMO  and  typically  included  the 
specialties  of  family  practice,   internal  medicine,  OB/GYN,  and 
pediatrics. 

Employment  criteria  characteristics  of  the  surveyed  HMOs  are 
presented  in  Table  2.     Over  two-thirds  of  the  HMOs  (31)  require 
board  certification  (or  imminent  certification)   for  a  physician 
staff  position.     It  is  interesting  to  note  here  that  payment 
differentials  based  on  board  certification  do  exist  among  those 
HMOs  that  agree  to  hire  physicians  contingent  upon  imminent 
certification.     Of  the  15  respondents  who  reported  that  they 
would  hire  physicians  who  were  not  board  certified,   five  require 
that  the  physicians  be  at  least  board  eligible.     The  respondents 
generally  considered  a  physician  board  eligible  if  he  or  she  has 
completed  an  accredited  residency  program  and  will  take  the 
boards  upon  fulfilling  any  additional  requirements,   such  as 
performing  a  specified  number  of  procedures  beyond  residency. 
The  HMOs  were  asked  whether  they  verify  the  board  certification 
status  of  their  staff  physicians.     Of  the  44  HMOs  that  responded 
to  this  question,  all  reported  verifying  certification. 

When  asked  whether  a  staff  physician  must  be  board  certified 
to  be  considered  a  specialist  in  his  or  her  primary  field  of 
practice,  one-third  of  the  HMOs  (15)   replied  yes.     This  question 
was  regarded  as  inapplicable  to  the  eight  HMOs  that  do  not  employ 
specialists  directly.     Of  the  2  0  HMOs  not  requiring  board 
certification  for  specialist  designation,  15  require  board 

2-5 


II 

II 

4) 

II 

pons 

3 

(- 

able 

II 
II 
II 
II 

ID 

O 

u 

II 

41 

H- 

II 

at 

II 

II 

(A 

II 

V 

c 

< 

II 

>- 

II 

O; 

JZ 

"8 

as 

II 
II 

ro 

in 

<\l 

a 

3 

II 
II 

<o 

to 

o> 

•* 

cent  w 

ng  Res 

est  ion 

II 
II 
II 
II 
II 
II 

u 

II 

4J 

a 

II 

O. 

< 

II 
II 
II 

CO 


II 

II 

II 

II 

II 

II 

II 

o 

II 

m 

o 

o 

o 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

*-» 

II 

c 

c 

II 

II 

I 

(/> 

U 

II 

c 

D 

c 

<a 

II 

o 

o 

o 

*-» 

o 

II 

10 

u 

is 

II 
II 

at 

% 

St 

at 

41  a 
^  (/> 

k. 

II 

u 

UJ 

Ul 

u 

«i 

II 

c 

«-• 

It 

1. 

1. 

■o 

o 

H- 

O  (0 

u 

II 

o 

c 

1- 

a 

If 

m 

4-* 

4-1 

i_ 

II 

L. 

o 

L. 

a 

II 

41 

^ 

00 

u 

4) 

U  1- 

£ 

II 

<_J 

UJ 

U 

a  4) 

o 

II 

</)  T3 

II 

T3 

■o 

•a 

(0 

II 

i_ 

'5 

u 

'5 

41  (A 

II 

<D 

8" 

<a 

1. 

1_ 

<0 

u  c 

II 

o 

o 

41 

4) 

o 

V  o 

II 

oa 

m 

> 

U 

m 

Z  (-) 

II 

4> 

> 

</) 

(/) 

o 

4J 

3 

■o 

(/) 

c 

41 

•D 
C 

ue 

8. 

ID 

(/> 

> 

4) 

1- 

c 

O 

</) 

Ul 

(- 

i 

O) 

c 

c 

pn 

ID 

4-* 

u 

O 

c 

4-' 

o 

TJ 

4-' 

a 

ca 

"3 

? 

u 

(TJ 

u 

4-> 

O 

(/) 

c 

(1) 

>. 

UJ 

4-* 

C 

41 

I/I 

U 

(_ 

O 

41 

ac 

a. 

4^ 

4-' 

4^ 

o 

O 

z 

z 

2-6 


eligibility  and  five  define  physicians  as  specialists  based  on 
other  criteria.     Examples  of  these  other  criteria  include  years 
of  experience  and  appropriate  training. 

Table  3  tabulates  the  criteria  used  by  the  HMOs  to  determine 
physician  payment  differentials  in  base  salaries.     The  survey 
found  that  the  four  most  prevalent  payment  determinants  are  board 
certification  status,  specialty,  years  of  experience,  and 
administrative  duties.     Although  other,  more  innovative  criteria, 
such  as  volume,  productivity,  and  quality  of  care,  are 
occasionally  reflected  in  base  salary  differentials,  they  are 
used  more  widely  by  the  HMOs  to  determine  physician  bonuses. 
Criteria  determining  bonus  payments  are  described  in  Table  4 . 

Seventy-two  percent  of  the  respondents  (33)  pay  board- 
certified  physicians  higher  salaries  than  non-board  certified  or 
board  eligible  physicians.     This  question  was  not  relevant  to  the 
two  HMOs  that  employ  only  board-certified  physicians.     An  even 
higher  proportion  of  the  HMOs   (39,   or  85  percent)   reported  that 
their  physician  salaries  differ  by  specialty,   e.g.,  OB/GYNs  are 
paid  more  than  ophthalmologists.     Two  HMOs  do  not  employ 
specialists  directly,  and  thus,  this  criterion  is  not  relevant 
for  them.     When  asked  whether  they  would  pay  higher  salaries  to 
physicians  who  are  board  certified  in  multiple  specialties, 
nearly  one-third  of  the  surveyed  HMOs  replied  that  they  would 
(not  shown  in  table) .     Another  third  of  these  HMOs  do  not  employ 
physicians  certified  in  more  than  one  specialty. 

Years  of  experience  was  the  most  predominant  criteria  for 
determining  physician  salary  differentials.     Ninety-one  percent 
of  the  respondents  (42)   reported  that  they  pay  physicians 
according  to  years  of  experience.     The  survey  found  that  the  HMOs 
incorporate  several  subcriteria,   in  a  variety  of  combinations, 
into  their  measures  of  years  of  experience.  Seventy-eight 
percent  of  the  HMOs  (36)  define  years  of  experience  by  the 
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length  of  time  a  physician  has  been  practicing  medicine,  and  over 
half  (24)   incorporate  the  number  of  years  that  the  physician  has 
been  employed  by  the  HMO.     Nineteen  HMOs  define  experience  by 
both  years  practicing  medicine  and  years  at  the  HMO.     Only  two 
HMOs  base  the  years  of  experience  differential  on  the  length  of 
time  practicing  a  board  certified  specialty,  and  three  allow 
physicians  credit  for  previous  experience  in  a  managed  care 
setting. 

Only  a  few  of  the  HMOs  surveyed  base  payment  differentials 
on  the  volume  of  services  provided  by  a  physician.  Although 
several  respondents  indicated  that  they  are  exploring  ways  of 
incorporating  volume-based  differentials  into  their  salary 
payment  policies,  only  four  (9  percent)   currently  use  this 
criteria.     Of  these  four  HMOs,  three  adjust  their  volume  measures 
based  on  the  severity  of  illness  of  the  physician's  caseload,  and 
three  also  adjust  for  the  level  of  resources  used  by  the 
physician. 

Productivity  and  quality  of  care  represent  additional  salary 
differential  criteria  that  are  used  by  a  small  number  of  the 
survey  respondents,  although  more  appear  to  be  moving  in  this 
direction.     Currently,  six  HMOs  (13  percent)  pay  higher  salaries 
to  "more  productive"  physicians.     Measures  of  physician 
productivity  vary  across  the  HMOs  and  include  the  number  of 
patients  seen  per  specified  time  period  and  the  estimation  of 
cost-effectiveness.     Similarly,   11  respondents   (24  percent) 
reported  that  they  incorporate  evaluations  of  the  quality  of  care 
provided  by  physicians  into  payment  differentials.  These 
evaluations  are  based  on  various  measures  of  peer  review  and 
patient  satisfaction  surveys. 

A  large  proportion  of  the  HMOs  adjust  salaries  according  to 
non-clinical  activities  of  physicians.     The  survey  found  that  the 
most  common  activities  leading  to  salary  adjustments  are 
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administrative  duties.     Over  three-quarters  of  the  HMOs  (35) 
reported  compensating  physicians  for  undertaking  additional 
administrative  responsibilities,   such  as  those  of  a  medical 
director.     Only  one-quarter  of  the  HMOs  (12)  pay  physicians  for 
other  non-clinical  activities,   such  as  teaching  and  research.  At 
least  one  HMO  indicated  that  physicians  may  be  remunerated  for 
these  other  activities  by  other  organizations  (e.g., 
universities) . 

After  specifying  the  criteria  on  which  they  base  physician 
payment  differentials,  the  respondents  were  asked  whether  they 
follow  an  established  formula  for  incorporating  the  criteria. 
Well  over  half  (59  percent)   replied  that  they  follow  such  a 
formula  in  determining  physician  salaries.     In  the  other  HMOs, 
salaries  tended  to  be  negotiated  on  an  individual  basis  or  driven 
by  the  marketplace. 

Many  staff-model  HMOs  offer  physicians  financial  bonuses  in 
addition  to  salaries.     The  distribution  of  the  bonus  payment 
policies  are  shown  in  Table  4.     The  survey  found  that  59  percent 
of  the  HMOs  (27)   offer  bonuses  to  physicians.     While  criteria 
such  as  board  certification  status,  specialty,  years  of 
experience,  and  administrative  duties  tend  to  determine  base 
salary,  bonus  payments  are  generally  based  on  more  subjective 
criteria.     Of  the  HMOs  that  offer  bonuses,   four  reported  that 
they  calculate  bonuses  as  a  fixed  annual  percentage  of  salary, 
while  21  base  bonuses  on  measures  of  physician  performance. 
Performance  was  often  determined  by  criteria  such  as  volume, 
productivity,  and  quality  of  care.     A  few  HMOs  combined  a  fixed 
percentage  method  with  performance  measures  to  calculate  bonuses. 
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2.4     E)etalled  Analyses 

2.4.1      Patterns  of  Payment  Differentials 

Tables  5A-5E  display  the  number  of  HMOs  using  various 
payment  criteria  according  to  a  number  of  different  descriptive 
characteristics  of  the  HMO:     number  of  years  in  operation, 
approximate  number  of  enrollees,  tax  status,  number  of  physician 
office  sites,  and  number  of  full-time  physicians  on  staff. 
Despite  the  bivariate  nature  of  these  tables,  the  conclusions  to 
be  drawn  are  similar  to  those  described  in  the  previous  section: 

o    with  some  minor  exceptions,  there  are  similarities  in  the 
use  of  physician  payment  differential  criteria  across 
types  of  staff -model  HMOs. 

o    board  certification,  specialty,  years  of  experience,  and 
administrative  duties  are  the  most  frequently  used 
criteria,  regardless  of  HMO  characteristics. 

o    other  criteria,  such  as  volume,  productivity,  quality  of 
care,  and  non-clinical  activities  are  used  more  often  in 
calculating  the  bonus  payment  amount  than  they  are  in 
determining  physician  base  salary. 

The  first  table.  Table  5A,  shows  the  use  of  a  physician 
payment  differential  across  the  number  of  years  the  HMO  has  been 
in  operation.     The  first  three  criteria  (board  certification, 
specialty,  and  years  of  experience)  and  administrative  duties 
were  the  criteria  used  most  often  by  all  of  the  HMOs,  regardless 
of  their  length  of  time  in  operation.     These  criteria  were  used 
in  over  half  of  the  HMOs  within  each  years  of  operation  category. 
The  HMOs  in  the  11  to  15  years  of  operation  are  slightly  more 
likely  to  use  quality  of  care  (six  out  of  16)   and  other  non- 
clinical activities  (also  six  out  of  16)   than  HMOs  in  any  other 
years  of  operation  category. 
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Tables  5B,   5D,  and  5E  show  the  use  of  payment  differential 
criteria  across  the  size  of  the  HMO,  as  measured  by  the 
approximate  number  of  enrollees,  number  of  physician  office 
sites,  and  number  of  full-time  physicians.     Again,  board 
certification,  specialty,  years  of  experience,  and  administrative 
duties  were  the  most  frequently  used  criteria,  and  over  half  of 
the  HMOs  in  each  size  group  used  them.     The  patterns  of  use  of 
the  other  payment  differential  criteria  are  similar  for  each 
group,  with  some  minor  exceptions.     For  example,  the  16,000  to 
3  0,000  enrollees  category  exhibits  lower  likelihood  of  using  any 
of  the  criteria,  and  HMOs  with  a  large  number  of  physician  office 
sites  are  only  slightly  more  likely  to  use  board  certification, 
specialty,  years  of  experience  and  administrative  duties  as 
criteria  for  a  payment  differential  than  are  HMOs  with  fewer 
physician  office  sites.     The  numbers  in  these  cells  are  small, 
however. 

In  Table  5E,  the  third  staff-size  category  (36  to  80 
physicians)   shows  a  higher  likelihood  of  using  adjustments 
according  to  quality  of  care  and  other  non-clinical  activities 
(four  and  six  out  of  ten  respectively)  than  the  other  staff-size 
categories  (three  and  two  out  of  11,  two  out  of  12,  and  two  out 
of  11) .     Administrative  duties  appear  to  be  slightly  more 
important  in  HMOs  with  more  physicians  and  this  activity  is 
remunerated.     Although  the  numbers  are  not  overwhelming,  the 
number  of  HMOs  using  patient  volume  per  physician  as  a  payment 
differential  criterion  decreases  as  staff-size  increases — 
possibly  indicating  difficulties  in  monitoring  such  a  criterion. 

Table  5C  shows  some  variation  in  the  use  of  various  payment 
differential  criteria  depending  on  whether  the  HMO  is  a  for- 
profit  or  a  not-for-profit  entity.     The  not-for-profit  HMOs  are 
more  likely  to  use  any  of  the  criteria  than  are  the  for-profit 
HMOs,  except  for  the  years  of  experience  criteria.     In  this 
instance,  18  of  19  for-profit  HMOs  use  this  criteria  as  compared 

2-14 


I/) 
<u 


o 
c 


£1 


>■ 

u 

u 

(/> 
to 


c 

01 


o 
c 


a. 


VI 
0) 

</) 
c 

o 
a 

v> 
<u 

Q£ 

») 
4) 


3 


CO 
in 


II 

■  l 

11 

■  l 

II 

II 

11 

II 

11 

II 

II 

II 

M 

II 

II 

o 

II 

II 

II 

11 

II 

to 

tn 

(\J  II 

II 

II 

* "  Jl 

■ 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

11 

II 

II 

It 

II 

II 

II 

o 

II 

00 

f\j 

CNJ 

II 

IS. 

II 

A 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

« 

II 

11 

(A 

O 

II 

II 

0* 

II 

o 

in 

^  M 

0) 

1 

II 

II 

II 

jj 

o 

II 

I. 

II 

jj 

c 

II 

i| 

II 

II 

<♦- 

II 

II 

o 

II 

II 

II 

II 

t. 

II 

II 

V 

II 

11 

II 

II 

g 

o 

II 

II 

3 

II 

II 

II 

00 

CO 

o 

O 

^— 

(NJ  II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

1) 

II 

II 

II 

II 

II 

11 

II 

II 

II 

II 

II 

II 

in 

II 

II 

II 

II 

1 

II 

•o 

o 

o 

f\l 

O 

CO 

ro 

K>  II 

o 

II 

II 

II 

II 

II 
II 

II 

II 

II 

II 

II 

II 

II 

II 

0) 

CO 

II 

01 

II 

c 

V 

4-* 

II 

o 

u 

«-> 

c 

II 

c 

3 

CD 

o 

(0 

II 

w 

u 

a 

U 

I_ 

II 

CO 

0) 

II 

u 

u 

"E 

H- 

1- 

II 

> 

»4- 

0) 

II 

t/i  II 

*-> 

II 

K 

*-< 

(-) 

O  II 

o 

II 

Ul 

CO 

L. 

II 

u 

>. 

> 

u 

c 

4-«  II 

4-> 

u 

II 

01 

4-1 

»+- 

4-> 

o 

c 

M 

u 

o 

(A 

>~ 

z 

>  II 

II 

ta 

tu 

u 

II 

-a 

V) 

B 

c 

t_ 

H 

CO 

M 

L. 

u 

L. 

D 

•a 

<1> 

U  II 

II 

03 

<u 

to 

o 

'i 

<D 

<  II 

a. 

II 

O 

Q. 

<u 

O 

t_ 

3 

4-1 

II 

m 

in 

>- 

> 

a. 

< 

O 

o 

II 

> 

t/i 

3 

 . 

U 

X 

01 

• 

>. 

 . 

(U 

3 

4^ 

CO 

3 

I— 

E 

^-t 

o 

O 

C 

»+- 

0) 

>s 

t_ 

<T3 

o 

C3) 

ID 

ta 

(0 

<u 

u 

4-1 

^ 

o 

u 

nj 

<u 



o 

4-* 

•4- 

c 

01 

u> 

c_ 

01 

01 

tn 

M- 

c 

M- 

o 

Q. 

U) 

01 

4^ 

c 

0) 

1/1 

1 

0) 

>- 

Q. 

»*- 

o 

4) 

f~ 

be 

<U 

(/) 

3 

c 

(0 

u 

01 

01 

x: 

4-* 

u 

(/) 

01 

13 

<D 

E 

3 

3 

cr 

C 

0) 

(/) 

>N 

c_ 

i: 

O 

4-> 

O) 

<D 

i-f 

03 

to 

3 

<J 

cr 

o 

4-* 

c 

o 

1. 

c 

a. 

-C 

u 

(0 

(/) 

01 

nd 

t- 

ta 

(0 

o 

o 

U) 

O 

L. 

c 

1) 

E 

4-> 

-Q 

3 

E 

c 

3 

O 

z 

CJ 

* 

* 

« 

« 

* 

2-15 


3 


(0 
M 


X 


u 


c 


c 


(D 

a. 


(0 
(U 

1/1 
c 
o 
a 

v> 

D 

o: 

(/) 

(U 

>- 


E 
3 


in 


i2 
10 


II 

II 

II 

II 

(A 

II 

O 

II 

z 

II 

z 

II 

II 

ro 

II 

Kl 

II 

< 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

o 

II 

II 

Q- 

II 

1 

II 

[  

II 

o 

O 

II 

r\j 

II 

1 

II 

VJ 

II 

3 

o 

II 

4-* 

z 

II 

(D 

II 

II 

(/> 

II 

X 

II 

03 

II 

t— 

II 

II 

4-* 

II 

II 

II 

o 

II 

1. 

II 

a. 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

CO 

II 

M 

c 

II 

o 

c 

II 

HI 

II 

4-1 

t- 

<a 

II 

(0 

II 

u 

I. 

II 

<u 

II 

*-* 

II 

o 

II 

4-f 

(_ 

II 

l_ 

o 

II 

V 

c 

II 

(-> 

II 

II 

T3 

II 

i_ 

(a 

II 

to 

a. 

II 

o 

II 

m 

II 

o 


in 


CM 


00 


u 
c 


<n 

01 


c 

(fl 

o 

♦-> 

01 

3: 

3 

O 

u 

»+- 

at 

c 

o 

*j 

> 

(/) 

V>  II 

u 

4-* 

o 

V  II 

(1) 

X 

<0 

1 

<D 

> 

L. 

c 

II 

-M 

o 

</> 

>- 

z 

>  II 

c 

u 

^ 

c 

(- 

t-l  II 

u 

U  II 

(D 

1 

<0 

<  II 

l_ 

3 

o 

CL 

< 

O 

o 

•4- 


(\l 


O 
O) 
01 

4-» 

(0 

u 


01 

u 

(0 

01 

0 

r~ 

</) 

<U 

0) 

V) 

1. 

o 

<D 

Q 

Q_ 

V) 

0) 

(- 

(A 

4J 

>- 

(0 

3 

H- 

(0 

O 

u 

a; 

1 

« 

c 

c 

01 

> 

4^ 

CO 

3 

(0 

4-' 

3 

u 

o- 

X 

V 

nj 

0) 

>- 

CT 

> 

1- 

o 

<0 

m 

lO 

O 

3 

4-» 

c 

4^ 

(0 

<LI 

3 

u 

E 

JI 

4^ 

u 

1— 

5 

O 

(D 

c 

01 

e 

t/i 

o 

0) 

(_ 

u 

(0 

(. 

o 

H- 

*-* 

^ 

o 

>~ 

i-l 

(t: 

to 

i_ 

o 

c 

(. 

(U 

O) 

E 

CJ 

XI 

(U 

3 

E 

*-> 

(a 

o 

(_ 

z 

u 

u 

« 

« 

2-16 


(fl 
0) 


M 

o 


u 
u 


c 


c 

(0 

a. 

L. 

o 


V 
(0 

c 
o 

Q. 
<0 
V 
oc 

Cfl 
0) 
>- 


01 


a 
in 


JQ 
(0 


II 

II 

« 

II 
II 

II 
II 

CA 

II 

II 

o 

II 

II 

z 

II 

II 

II 

II 

II 

(\J 

CO 

t — 

(M  II 

in 

II 

to 

■J- 

•-  II 

-4- 

II 

II 

< 

II 
II 
11 

II 
II 

II 
II 
II 

II 
11 

^0 


00  r- 


v»  T- 


CO 


II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

c 

CO 

II 

II 

9) 

II 

(A 

II 

4J 

II 

01 

II 

II 

c 

a> 

o 

</) 

II 

o 

o 

4-> 

II 

z: 

C 

II 

c 

II 

H- 

0) 

II 

0) 

o 

u 

II 

0 

t_ 

<o 

II 

(0 

II 

H- 

<u 

M 

u 

(- 

c 

II 

o 

L. 

(. 

11 

> 

II 

a 

« 

<u 

II 

»+- 

s. 

II 

t_ 

« 

w 

II 

X 

*-> 

u 

01 

II 

CD 

o 

II 

*J 

UJ 

(0 

1 

II 

>« 

c_ 

II 

L. 

>- 

> 

u 

c 

II 

2 

<- 

u 

II 

(U 

t-t 

H- 

o 

II 

O 

c 

II 

u 

o 

4-1 

(/) 

>- 

z 

> 

II 

C 

cn 

M 

(0 

u 

II 

01 

1. 

M 

T3 

Ul 

i 

3 

"c 

(. 

*-* 

II 

U 

11 

I- 

u 

1_ 

<u 

u 

II 

(0 

<D  <T3 

II 

co 

ra 

^ 

1 

(13 

< 

II 

O  U 

a. 

II 

o 

2. 

di 

o 

3 

II 

o 

II 

CO 

>- 

> 

< 

a 

o 

II 

II 

II 

(0 
3 


0) 


Si 

re 


C 

O 

Ol 

<u 

re 

u 

JZ 

u 

re 

(U 

I. 

o 

CA 

CA 

c 

o 

Q. 

CA 

<U 

L. 

(U 

CA 

CO 

0) 

re 

>- 

(D 

4) 

■o 

E 

O 

CO 

L. 

**- 

cn 

3 

D) 

cr 

C 

<u 

(A 

>■ 

i_ 

o 

i 

C3) 

dl 

cn 

re 

u 

(A 

OJ 

4-» 

4-* 

c 

(U 

(A 

E 

>^ 

o 

Q. 

SI 

cu 

u 

X! 

(13 

E 

OJ 

3 

C 

t_ 

O 

t- 

H- 

o 

C- 

(U 

<u 

3 

(0 

z 

> 

« 

> 

CA 
3 

u 

X 
01 


re 

3 


O 

c 

<u 

u 

(0 

re 
i- 

0) 


u 
re 


c 

(U 


c 

v 
E 

re 
a 


CA 
3 
(D 

U 


C 

lA 


(D 
3 

cr 

41 


O 
(J 


2-17 


II 

II 

II 

II 

II 

II 

« 

II 
II 

II 

M 

(A 

II 

II 

>4- 

O 

II 

II 

(0 

II 

(NJ 

o 

^  -o 

ro 

II 

4-1 

II 

ro 

II 

-* 

W 

II 
It 

II 
II 

c 

II 

II 

o 

< 

II 

II 

II 
II 

(0 

II 

II 

c 

II 

II 

<0 

II 

II 

(A 


0) 


u 


c 

0) 
01 


I 

(D 
Q. 


(A 
« 

C 

8. 

CO 
01 
at 

(A 

a> 
>- 


5 


UJ 

in 


(0 


o 
00 
A 


(A 


O 
CO 


in 


>—  (M 


O  >- 


II 

M 

II 

II 

II 

II 

II 

II 

<u 

<A 

II 

II 

J3 

c 

II 

M 

E 

(D 

II 

II 

3 

II 

(A 

II 

Z 

U 

(D 

II 

V 

II 

II 

c 

v 

II 

U) 

4-* 

II 

o 

u 

*J 

II 

JZ 

>~ 

c 

II 

c 

3 

(0 

II 

<J 

JZ 

II 

i-i 

v 

O 

u 

M 

nj 

a. 

m 

II 

(S 

II 

01 

H 

u 

c 

0* 

E 

II 

(_ 

II 

> 

II 

c 

H- 

0) 

II 

>- 

<A 

II 

* 

«-< 

II 

X 

w 

u 

01 

II 

t— 

o 

M 

lu 

(D 

II 

« 

1 

u 

II 

t. 

"> 

[_ 

c 

4-> 

M 

o 

w 

o 

II 

4-» 

4-* 

o 

II 

o 

c 

II 

u 

o 

UJ 

z 

> 

M 

:c 

"3 

O) 

II 

(D 

u 

II 

V 

II 

•a 

U) 

c 

I. 

II 

4-f 

II 

u. 

U 

(- 

0) 

u 

II 

nj 

<1] 

II 

(D 

s. 

n 

"8 

'I 

(0 

< 

II 

4-< 

O 

<j 

a. 

II 

O 

1_ 

3 

II 

o 

II 

m 

CO 

>- 

> 

Q. 

< 

O 

o 

II 

II 

II 

o 

o; 

IT] 

> 

C 

3 

Si 

as 

1— 

E 

o 

1_ 

>■ 

L. 

o 

<u 

<a 

u 

ji 

u 

03 

0) 

u 

O 

v»- 

(A 

01 

• 

c 

01 

o 

(A 

Q. 

(A 

<D 

0> 

*" 

T3 

(A 

01 

>- 

O 

u 

0) 

^- 

J= 

4-* 

O) 

c 

U) 

>^ 

 ' 

tA 

(a 

CT 

i 

01 

(A 

>~ 

[_ 

o 

(A 

c 

0> 

(D 

U 

u 

U) 

c 

a 

0) 

(0 

E 

Q. 

4-* 

j= 

1 

u 

01 

(_ 

o 

"4- 

o 

(_ 

ibe 

« 


OJ 

> 

<A 
3 

U 
X 
01 


3 


O 

c 

4) 
L. 

10 

(- 
o> 


c 

01 


c 

0< 


Q. 


0> 

3 

(13 
o 


0) 
J3 
E 
3 
C 


3 

cr 

o; 


o 
c 


4-* 

o 


o 


2-18 


to  24  out  of  27  not-for-profit  HMOs.     Of  the  four  HMOs  that 
adjust  physician  salaries  based  on  the  volume  of  services 
provided,  all  are  not-for-profit.     The  not-for-profit  HMOs  are 
also  more  likely  to  adjust  physician  salaries  for  quality  of  care 
and  other  non-clinical  activities  (nine  out  of  27 — or 
approximately  33  percent — for  both  criteria  compared  to  less  than 
2  0  percent  for  these  criteria  in  for-profit  HMOs) .     Thus,  the 
not-for-profit  HMOs  appear  to  be  somewhat  more  innovative  in 
their  payment  mechanisms,  althought  both  types  of  HMOs  show  heavy 
reliance  on  the  four  most  common  criteria:     board  certification, 
specialty,  years  of  experience,  and  administrative  duties. 

In  summary,  the  examination  of  the  use  of  each  payment 
differential  criteria  across  various  HMO  characteristics  reveals 
very  few  differences  by  type  of  HMO.     Board  certification, 
specialty,  years  of  experience,  and  administrative  duties  are  the 
most  frequently  used  criteria  across  all  types  of  HMOs.     Table  6 
supports  this  conclusion.     It  shows,   for  all  of  the  Yes  responses 
to  a  payment  differential  criteria,  which  of  the  other  payment 
differential  criteria  are  also  used  by  the  HMOs.     For  example, 
for  all  the  HMOs  that  use  board  certification  as  a  criteria  for  a 
payment  differential   (33  HMOs) ,   29  also  use  specialty  as  a 
payment  differential  criteria,  31  also  use  years  of  experience, 
three  also  use  volume  of  services  provided  by  a  physician,  and  so 
on.       According  to  this  table,  the  four  criteria  used  most  often- 
-board  certification,  specialty,  years  of  experience,  and 
administrative  duties — are  often  used  jointly  as  well. 

2.4.2      Bonus  Payment  Characteristics 

In  addition  to  calculating  a  bonus  as  a  flat  percentage  of 
either  the  physician's  annual  salary  or  the  profit  generated  by 
the  HMO,  several  HMOs  have  fairly  complex  methods  for  calculating 
a  bonus  amount  based  on  evaluation  of  the  physician  according  to 
several  criteria.     These  criteria  can  include:     quality  of  care 
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provided  by  the  physician  (e.g.,  measured  by  peer  review  or  a 
patient  satisfaction  survey),  size  of  their  panel   (i.e.,  number 
of  patients) ,  and  cost-effectiveness  of  their  practice.     In  at 
least  one  instance,  the  contact  confirmed  that  financial  bonuses 
were  offered  but  that  they  were  extremely  complex  and  negotiated 
fiercely  by  a  union.     Some  HMOs  had  exact  formulas  to  convert 
"scores"  on  the  various  evaluation  components  to  a  bonus  payment 
amount,  and  others  set  bonus  amounts  through  a  far  more 
subjective  approach. 

Table  7  presents  information  about  whether  a  financial  bonus 
is  offered  in  addition  to  the  salary  and  how  the  bonus  amount  is 
calculated,  across  various  characteristics  of  HMOs.  The 
likelihood  of  offering  a  bonus  increases  with  the  number  of  years 
in  operation  (except  for  the  over  2  0  years  category)   and  with 
increasing  number  of  enrollees.     As  may  be  expected,  for-profit 
HMOs  are  more  likely  to  offer  a  financial  bonus  than  the  not-for- 
profit  HMOs.     Over  half  of  the  for-profit  HMOs  offer  a  bonus 
while  less  than  half  of  the  not-for-profit  HMOs  do  so  (15  out  of 
19  compared  with  12  out  of  27) . 

Of  those  HMOs  offering  bonuses,  they  are  clearly  more  likely 
to  calculate  the  bonus  payment  based  on  physician  performance 
characteristics  than  on  a  fixed  percentage  basis.     The  likelihood 
of  incorporating  physician  performance  measures  into  a  bonus 
payment  amount  increases  with  the  size  of  the  HMO,  as  measured  by 
number  of  enrollees,  but  the  pattern  is  not  the  same  when  size  of 
the  HMO  is  measured  by  the  number  of  physician  office  sites. 
For-profit  HMOs  are  more  likely  to  calculate  a  bonus  based  on 
physician  performance  characteristics  than  are  not-for-profit 
HMOs. 
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SECTION  3:      IMPLICATIONS  FOR  PHASE  II 


In  Phase  II,  other  organizations  in  which  physicians  are 
salaried  will  be  surveyed  to  assess  their  use  of  payment 
differentials.     The  results  of  Phase  I  have  implications  for 
Phase  II  of  the  study  in  two  areas:     1)     which  organizations  to 
survey,  and    2)     how  to  structure  the  survey. 

During  the  interviews  with  staff -model  HMOs  we  asked  whether 
they  were  familiar  with  other  types  of  organizations  that  employ 
physicians  on  a  salaried  basis  and  might  use  payment 
differentials.     The  respondents  suggested  that  some  hospitals  and 
physician  group  practices,  organizations  also  identified  during 
the  initial  research  for  the  project,  would  be  useful  settings  to 
survey.     Neither  did  our  preliminary  conversations  with  groups  or 
individuals  familiar  with  physician  payment  policies  nor  did  our 
interviews  with  staff -model  HMOs  reveal  additional  settings  that, 
when  surveyed,  might  yield  interesting  information  on  payment 
differentials.     Thus,  as  we  discussed  in  our  project  feasibility 
report,  hospitals  and  physician  group  practices  are  appropriate 
organizations  to  survey  to  obtain  additional  information  on 
payment  differentials  and  may  be  the  only  other  settings  that 
could  provide  this  information. 

The  responses  to  most  of  the  survey  questions  indicate  that 
the  majority  of  questions  were  not  difficult  to  answer  and 
provided  valid  information.     Thus,  we  feel  that  the  general 
structure  of  the  interview  guide  need  not  be  significantly 
altered.     However,  since  the  Phase  II  survey  is  a  mail  survey  and 
not  a  telephone  survey,  the  questions  should  be  tailored  to 
facilitate  written  response.     For  example,  during  the  telephone 
surveys,  the  interviewers  were  able  to  rephrase  a  question  or 
provide  examples  in  the  few  cases  where  the  HMO  contacts  were 
uncertain.     We  would  not  be  able  to  provide  this  type  of 
clarification  in  a  mail  survey.     Therefore,  once  the  interview 
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guide  is  structured  as  a  mail  survey,  a  pre-test  will  be 
conducted. 

In  addition,  the  Phase  I  results  indicate  the  importance  of 
four  payment  differential  criteria  in  particular:  board 
certification,  specialty,  years  of  experience,  and  administrative 
duties.     We  may  want  to  include  more  specific  questions  about 
these  four  criteria  than  we  asked  in  the  Phase  I  survey  (e.g., 
whether  years  of  experience  practicing  medicine  is  more  important 
than  the  number  of  years  a  physicians  has  been  at  the  HMO  in 
determining  a  payment  differential  for  years  of  experience) . 
Also,  since  we  will  be  surveying  a  larger  number  of 
organizations,  we  may  find  more  patterns  in  the  use  of  the  other, 
subjective  and  more  innovative  criteria.     Thus,  while  we  may 
focus  on  the  four  criteria  used  most  often,  we  would  also  like  to 
explore  in  more  depth  the  use  of  physician  performance  criteria 
(e.g.,  volume,  productivity,  quality  of  care)   for  establishing 
payment  differentials  in  these  other  settings. 
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APPENDIX  A:      INTERVIEW  GUIDE 


PHYSICIAN  PAYMENT  DIFFERENTIALS  INTERVIEW  GUIDE 

COVER  SHEET 

NAME  OF  CALLER:  

DATE  OF  INITIAL  CALL:  

NAME  OF  ORGANIZATION:  

ADDRESS :  

TELEPHONE  NUMBER:  

CONTACT  PERSON ( S ) :  


DATE(S)   OF  FOLLOW-UP  CALL(S) : 


OTHER  CONTACTS: 


How  long  has  the  HMO  been  in  operation? 

Since   (or  Number  of  Years) 

Approximately  how  many  enrollees  do  you  currently  serve? 

Numb  e  r  

Is  (name  of  HMO)   a  for  profit  or  not-for-profit? 

For  Profit  Not-For  Profit 


How  many  different  physician  office  sites  where  patients  are 
seen  do  you  have? 

Numb  e  r  

Are  any  in  predominantly  rural  areas?        Yes   No  


Approximately  how  many  full  time  physicians  do  you  have  on 
staff? 

Numb  e  r  

Part  time?  Number 


How  many  are  general  or  family  practice  (primary  care) 
physicians? 

Number 


Is  board  certification  a  requirement  for  a  staff  position  at 
the  HMO  (or  at  least  board  eligible)? 

Yes   No  

How  do  you  define  board  eligible? 


If  YES .  do  you  verify  board  certification? 

Yes   No  

If  Yes,  how? 


Does  a  physician  at  the  HMO  have  to  be  board  certified  to 
be  considered  a  specialist  in  his/her  primary  field  of 
practice? 

Yes  No 


If  NO,  do  you  consider  a  physician  who  is  board 
eligible  to  be  a  specialist? 

Yes  No 


If  NO,  are  there  other  criteria  by  which  a 
physician  could  be  considered  a  specialist? 


7.  Do  physician  salaries  differ  by  board  certification  (e.g., 
do  board  certified  physicians  receive  a  higher  salary  than 
non-board  certified  or  board  eligible  physicians)? 

Yes  No 


8.       Do  physician  salaries  differ  by  specialty  (e.g.,  are 

dermatologists  paid  differently  than  gastroenterologists) ? 

Yes  No 


Do  physicians  certified  in  multiple  specialties  get 
paid  more? 

Yes  No 


9.       Are  there  salary  differences  based  on  the  volume  of  services 
provided  by  a  physician? 

Yes  No 


a)   If  YES ,  over  what  time  period  is  this  applicable 
(e.g. ,  one  year) ? 


b)   If  YES,   is  any  consideration  given  to  severity  of 
illness  of  a  physician's  caseload? 


Yes 


No 


If  YES,  how  is  the  salary  adjusted? 


c)   If  YES .  are  there  any  adjustments  for  the  level  of 
resources  a  physician  uses? 

Yes  No 


If  YES,  how  is  the  salary  adjusted? 


10.     Do  physician  salaries  differ  by  years  of  experience? 
Yes  No 


a)   If  YES ,  how  do  you  define  years  of  experience  (e.g., 
length  of  time  practicing  medicine,   length  of  time 
with  the  HMO,  or  length  of  time  practicing  the  board 
certified  specialty)? 


11.     Are  adjustments  to  the  salary  made  based  on  other  activities 
of  the  physician  (e.g.,  teaching,  research,  administrative 
functions,  community  service)? 

Yes  No 


a)   If  YES,  how  are  these  adjustments  made? 


12.     Are  there  other  criteria  that  might  lead  to  a  payment 
differential   (e.g.,   quality  of  care,   size  of  panel) 


13.     Which  of  these  criteria  (of  those  established  above)   is  the 
most  important  in  determining  physician  base  salary? 


Which  is  the  second  most  important? 


Which  is  the  third  most  important? 


Is  this  ranking  different  for  new  hires  than  for 
currently  employed  physicians? 


Yes   No  

If  YES,  how  does  the  ranking  differ? 


14.     In  determining  physician  salaries,  do  you  follow  an 

established  formula  for  incorporating  the  criteria  we 
discussed? 

Yes  No 


a)   If  YES,  how  does  the  formula  work? 


b)   If  NO,  are  payment  levels  therefore  more  flexible 
(i.e.,  open  to  negotiation)? 

Yes  No 


15.     Do  you  offer  physicians  financial  bonuses  outside  of  the 
salary? 

Yes  No 


If  YES .  are  the  criteria  important  for  determining  the 
base  salary  also  important  for  determining  the  bonus 
payment? 

Yes  No 


a)       If  YES,  are  the  relative  importance  of  these 
criteria  the  same? 

Yes  No 


b)       If  NO,  are  other  criteria  important? 

Yes   No  

If  YES,  what  are  the  other  criteria? 


Are  bonuses  calculated  as  a  fixed  percentage  annually 
Yes   No  

If  NO,  how  are  these  bonuses  calculated? 
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